




Disclaimer
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degree of risk involved in trading securities and/or currencies. The Company, the authors, the pub-
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ment results. Factual statements on the Company's website, or in its publications, are made as of the
date stated and are subject to change without notice.
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amples presented on Company's website are for educational purposes only. Such set-ups are not so-
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making any investment. Rather, you should use the Information only as a starting point for doing
additional independent research in order to allow you to form your own opinion regarding invest-
ments. You should always check with your licensed financial advisor and tax advisor to determine the
suitability of any investment.

HYPOTHETICAL OR SIMULATED PERFORMANCE RESULTS HAVE CERTAIN INHERENT LIM-
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MARKET FACTORS, SUCH AS LACK OF LIQUIDITY. SIMULATED TRADING PROGRAMS IN
GENERALAREALSO SUBJECT TO THE FACT THAT THEYARE DESIGNEDWITH THE BENEFIT
OF HINDSIGHT. NO REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS
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CHAPTER10

Double 7’s Strategy

“It’s 30-minutes away… I’ll be there in 10.”
– Winston Wolfe

Pulp Fiction

Can a strategy with three rules really have correctly predicted the mar-
kets’ direction over 80% of the time since 1995?

InHow Markets Really Work and throughout this book, I showed you how
when the markets pullback, they have outperformed the times that the
market has broken out. This has been further tested out by us on a uni-
verse of many thousands of stocks, encompassing hundreds of thou-
sands of simulated trades going back more than 13 years.
We can demonstrate this many different ways and in this chapter, I’m
going to share with you a simple strategy using this concept. And the
best thing about this strategy, known as the Double 7’s Strategy, is that
it only has three rules. Here they are.

1. The SPY is above its 200-day moving average
2. If the SPY closes at a 7-day low, buy.
3. If the SPY closes at a 7-day high, sell your long position.

You’re probably thinking to yourself that’s it?
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We did the same. But here are the results since the inception of the SPYs
in 1993.

Inception Net
Symbol Date # Trades Avg % p/l % Correct Points
SPY 1/29/93 153 0.85% 80.4% 122.36

The Double 7’s Strategy picked up 100% of the gains and then some in
the SPY since 1993 being in the market less than 25% of the time. Here
is what the set up looks like.
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Chart created on TradeStation®, the flagship product of TradeStation Technologies, Inc.

Figure 10.1 SPX.X
1. 7-day closing low – buy.
2. 7-day closing high – sell.



Going further:
This same concept holds up in the Nasdaq too. Here are the results.

Inception Net
Symbol Date # Trades Avg % p/l % Correct Points
QQQQ 03/10/99 68 0.93% 79.4% 31.30
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Chart created on TradeStation®, the flagship product of TradeStation Technologies, Inc.

Figure 10.2 QQQQ

1. 7-day closing low – buy.
2. 7-day closing high – sell.



Andwe can take the Double 7’s Strategy to other countries too. Here are
the results for China using the FXIs since their inception of trading
through the end of 2007.

China (FXI)

Inception Net
Symbol Date # Trades Avg % p/l % Correct Points
FXI 10/08/04 26 1.41% 76.9% 33.20

And Brazil using the EWZs since their inception of trading through the
end of 2007.

Brazil (EWZ)

Inception Net
Symbol Date # Trades Avg % p/l % Correct Points
EWZ 7/14/00 63 1.82% 81.0% 52.75

And you can apply this same concept to Double 5’s, Double 6’s, Double
8’s, Double 9’s and Double 10’s. They all hold upwell in the testing. They
also hold up in the majority of the equity ETFs as of 2008.
I get real, real concerned when I see trading strategies with too many
rules (you should too).
Three hundred years ago the Spanish philosopher Baltazar Gracian said
“If brief, good. If briefer, better.”When it comes to trading strategies (and
many other things in life) this wisdom is exactly correct.
You can find a daily list of set-ups for the Double 7’s Strategy onmy Daily
Battle Plan Trading Servicewhich is also available on TradingMarkets.com.
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